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Assumptions Assumptions --
Defined by the Investment Program
– Cash Requirements
– Identify Risk exposure
– Performance Expectations
– Buy and Hold / Active management

Familiar with the Cal Gov Code, section 53601, et. seq.:
– Authorized Investments
– Limitations: Percent of Holdings, Credit Ratings

Custodian Bank 
– Delivery versus Payment (DVP)



Office of the Treasurer, City of Los Angeles
3

Basic Investment Program ElementsBasic Investment Program Elements
Issues to Consider in Selecting InvestmentsIssues to Consider in Selecting Investments
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Structure of the Investment PortfolioStructure of the Investment Portfolio

Single Portfolio

Split Portfolio
– Core Portfolio – short term investments
– Reserve Portfolio – longer term investments
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Basic Portfolio Basic Portfolio -- LadderedLaddered
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Split Portfolio: Split Portfolio: 
Suggested Portfolio StructureSuggested Portfolio Structure

Divide your portfolio into:
– Short-term maturities or Core Portfolio
– Long-term maturities or Reserve Portfolio

Advantages:
– Clearly define funds available for liquidity
– Can optimize returns on both sub-portfolios
– Each can be managed to a unique benchmark or 

performance value
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Portfolio      Portfolio      
–– Core    /    ReserveCore    /    Reserve
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Core Portfolio
$9.5 million
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$ 17.0 million
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Short Short –– Term Portfolio InvestmentsTerm Portfolio Investments
Matches Investment Maturities to Cash flow 

Types of Investments:
– One day investments:

Primary Bank Account – Demand
Savings Account
Money Market Funds
Repurchase Agreements
L.A.I.F
County Pools
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Short Short –– Term Portfolio InvestmentsTerm Portfolio Investments

Additional short-term investments:

– Treasury Bills
– Federal Agency Discount Notes
– Commercial Paper
– Negotiable Certificates of Deposits
– Time Certificates of Deposits
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Short Term InvestmentsShort Term Investments
Example Example -- Commercial PaperCommercial Paper

Match Maturity to specific cash flow need

High Credit Quality

Competitive Rates

Electronic Platforms
– Bloomberg Financial  - DOCP, BOOM
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Bloomberg Bloomberg –– DOCPDOCP
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DOCP DOCP –– Am GenAm Gen
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Bloomberg Bloomberg -- BOOMBOOM
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Bloomberg Bloomberg –– BOOM BOOM –– Ag DiscAg Disc
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LongLong--Term Portfolio StructureTerm Portfolio Structure

Types of Investments:
– Includes Short – Term Portfolio 

Additional Investment Security Options:
– Treasury Notes
– Federal Agency Debentures / MTN
– Medium Term Corporate Notes (MTN)
– Other – as defined by the Calif. Govt. Code 

and your Agency Investment Policy
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Investment Strategy / Asset DeterminationInvestment Strategy / Asset Determination

Program Definitions – Risk Profile
– Credit Rating Considerations

Portfolio Management Performance
– Effective Yield
– Total Return

Performance Measures
– Benchmark
– Other comparative values
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Primary Investment Securities Used by Primary Investment Securities Used by 
California Local AgenciesCalifornia Local Agencies

Treasury Notes / Bonds

Federal Agency Notes / Debentures

Medium Term Corporate Notes
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Federal Agency IssuesFederal Agency Issues

Primary Issuers:
– FNMA, FHLB, FHLMC, FFCB

Characteristics of Federal Agencies
– Size of Individual Issue
– Bullet or Callable structure
– Positive / Negative Convexity
– Investment Return - Yield
– Reinvestment Risk



Office of the Treasurer, City of Los Angeles
19

Determining ‘Fair’ Value of Investment Determining ‘Fair’ Value of Investment 
SecuritiesSecurities

Price / Yield Spread between Asset Categories
– Treasury to Federal Agency
– Treasury to Medium Term Corporate Note

Price / Yield Spread between Same Asset Categories
– Non-callable versus Callable option
– Credit Quality – AA rating to A rating
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Bloomberg Bloomberg -- NIMNIM



Office of the Treasurer, City of Los Angeles
21

Bloomberg Bloomberg -- USSWUSSW
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Where to Get More InformationWhere to Get More Information
Investment Workshops:

– CDIAC, CMTA, CSMFO, GFOA, GIOA, AFP

– Bloomberg, TradeWeb, Market Axxess, Bond Edge, 
Yield Book

– Programs, such as:
Certified Treasury Professional (CTP)
Chartered Financial Analyst (CFA)
Professional Risk Management (PRM)
Master in Business Administration (MBA)


	Investment Security Selection for Portfolio Management
	Assumptions -
	Basic Investment Program Elements�Issues to Consider in Selecting Investments 
	Structure of the Investment Portfolio
	Basic Portfolio - Laddered
	Split Portfolio: �Suggested Portfolio Structure
	Portfolio      �            – Core    /    Reserve
	Short – Term Portfolio Investments
	Short – Term Portfolio Investments
	Short Term Investments�Example - Commercial Paper
	Bloomberg – DOCP 
	DOCP – Am Gen
	Bloomberg - BOOM
	Bloomberg – BOOM – Ag Disc
	Long-Term Portfolio Structure
	Investment Strategy / Asset Determination
	Primary Investment Securities Used by California Local Agencies	
	Federal Agency Issues
	Determining ‘Fair’ Value of Investment Securities	
	Bloomberg - NIM
	Bloomberg - USSW
	Where to Get More Information

